
The Department of Revenue has
clarified its rules on the tax treatment
of carpet that is sold installed. Carpet
that is sold installed by using tacks,
staples, or tacking strips is now treated
in the same manner as carpet that is
sold installed by gluing it down. All of
these methods of installation are
considered permanent installations of
personal property into real estate.

How does this change my

tax obligations?

This change affects your tax obliga-
tions in two ways.

In the past, if you sold carpet and
installed it by using tacks, staples,
or tacking strips, you were respon-
sible for collecting and paying
Retailers’ Occupation Tax based
on your selling price of the carpet.

With this change, you are respon-
sible for paying tax on your cost
price. If you pay tax to your sup-
plier at the time of purchase, you
have met your obligations. If you
do not pay tax to your supplier,
please see the following two head-
ings that describe how to report
your tax-free purchases.

The second change is that certain
retail sales you make to construc-
tion contractors now qualify for the
enterprise zone exemption on
building materials. For further
explanation, please see the head-
ing referencing construction con-
tractors.

How do I report tax on

carpet that I purchase

tax-free from an in-state

supplier?

For the carpet that you sell at retail
(carpet that the customer installs or
contracts with someone else to
have installed), there is no change.
You must continue to collect tax
from your customers and report
your retail sales on Line 1 of Form
ST-1.

For the carpet that you sell installed
(carpet that your company installs
for the customer or that you sub-
contract to have installed for the
customer), you must not collect tax
from the customer. Follow the steps
below.

1. Report the total receipts from
the sale on Line 1 of your Form
ST-1.

2. Report the difference between
your cost price and the sales
receipts on Item 16 of the Form
ST-1 Worksheet for Line 2.
Identify the amount as “excess
over cost.”

Your cost of materials will be in-
cluded in the amount you compute
for Line 3 of your Form ST-1.
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To:

Retailers Who Sell Carpet

Call us at:
1 800 732-8866 or

217 782-3336

Call our TDD
(telecommunications device
for the deaf) at:
1 800 544-5304

Write us at:
Illinois Department of Revenue
P.O. Box 19044
Springfield, IL  62794-9044

Visit our Web site at:
www.revenue.state.il.us

Call
“Illinois Tax Fax,” our
fax-on-demand service, at:
217 785-3400

Call
our 24-hour
Forms Order Line at:
1 800 356-6302
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How do I report tax on

the carpet that I

purchase tax-free from

an out-of-state supplier?

For carpet that you sell at retail
(carpet that the customer in-
stalls or contracts with someone
else to have installed), you must
continue to collect tax from your
customers and report your retail
sales on Line 1 of Form ST-1.

For the carpet that you sell
installed (carpet that your
company installs for the cus-
tomer or that you subcontract to
have installed for the customer),
you must report use tax on your
cost. To do so, include your cost
price on Line 12a of Form ST-1.
Figure the tax owed on Line
12b.

How do I report a retail

sale made to a

construction contractor

that qualifies for the

enterprise zone

exemption?

You must report a retail sale of
carpet made to a qualifying con-
struction contractor on Line 1 of
Form ST-1. Report the amount of
the sale as a deduction on Item 12
of the Form ST-1 Worksheet for
Line 2.

The construction contractor must
provide you with the appropriate
certification to support this exemp-
tion. (See 86 Illinois Administrative
Code, Section 130.1951 (a) (6) for
information about the certification
that is required.) The receipts from
this sale will not be subject to tax.

When were these rules

clarified?

The clarifying language was added
to the department’s rules effective
November 25, 1998.


